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KEY ECONOMIC INDICATORS 
Percent 
1977 1978 19791/ 78/77 


INCOME, PRODUCTION 
GDP at constant 1970 prices 

(soles billion) 320 325 -1.8 
GDP at current prices 

($ million) 12,485 13,525 -14.5 
GDP at current prices 

(soles billion) 1,052 3,032 56.0 
Per-capita GDP at constant 

1970 prices (soles) 19,546 18,794 -4.5 
Industrial production Index 

(seasonally adjusted) 

1973=100 (average) 112 1103/ 5.3 
Unemployment rate (year-end) ¢¢ 2 O60 aes 


MONEY AND PRICES 
Money supply (M year-end) 

(soles billion) 121 318 
Commercial bank interest 

rate (prime) (year-end) 19% 34% 
Central Bank discount rate 

(commercial loans) 

(year-end) 14% 29% 
Consumer price index 

(1973=100) 

(metropolitan Lima) 

(year-end) 297 


BALANCE OF PAYMENTS 
million 

Net International reserve 

position (year-end) -1,-101 -1,025 547 
Total external 

(debt year-end) 8,397 9,055 9,327 
Annual debt service 618 892 864 
Net basic balance -252 230 1,510 
Balance of trade -438 340 1,383 
Total exports, FOB 1,726 1,941 3,474 

U.S. share (%) 30% 34% NA 
Total imports, FOB -2,164 -1,600 -2,090 

U.S. share (%) 21% 29% NA 
Main imports from the U.S. in 1978 (FOB $ million): Machinery and mechanical 
appliances and parts 276; cereals (largely wheat) 100; iron and steel products 81; 
electrical machinery equipment and parts 74; motor vehicles, tractors and parts 73; 
mineral fuel, mineral oils and products of their distillation 67; organic chemicals 66; 
animal and vegetable fats and oils and derivatives 60. 
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1/ Preliminary figures. 2/ July-August. 3/ January-October. 


Note: Dollar figures were obtained using the following average exchange rates: 
1977 - 84.27 soles = $1; 1978 - 155.96 soles = $1; 1979 - 224.17 soles = $1. 
The value of the sol as of 3/20/80 was 265.11 soles = $1. 
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SUMMARY 


The Peruvian economy was better than expected in 1979. The improvement in external 
accounts, which began in the latter half of 1978, continued in 1979. The trade surplus 
rose to $1.4 billion in 1979, and the surplus on the overall balance was $1.6 billion. The 
combination of the expansion of export-oriented industries and the real increase in 
public investment outlays resulted in a real growth in aggregate economic output of 3.5 
percent after two years of economic recession. In addition, the government's more 
generous wage policy appears to have at least stemmed the dramatic decline in 
purchasing power which has taken place since 1975. Despite restrictive fiscal and 
credit policies, the Peruvian authorities were not able to control the inflationary 
impact of the gain of over $1 billion in net international reserves in 1979. Peru fully 
complied with 1979 conditions of the International Monetary Fund (IMF) and the new 
Stand-By agreement formally approved in February will last through December of this 
year. The outlook for 1980 is for a strong external accounts position, a further pick-up 
in the domestic economy and a dampening of inflationary pressures. 


Prospects for U.S. exports to Peru have improved significantly because of the recovery 
in the domestic economy and the implementation of the import liberalization 
program.The most promising opportunities for U.S. exporters are mining and excavation 
equipment, construction machinery, electrical power equipment, computers and 
peripherals, business equipment and textile machinery. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Introduction 


The goal of the economic team, headed by Minister of Economy and Finance Silva 
Ruete and Central Bank President Manuel Moreyra, upon taking office in May 1978 was 
to ease Peru's transfer to a civilian government by restoring economic and financial 
equilibrium and promoting economic growth. Higher prices for Peru's principal exports 
have helped to accomplish the goal considerably with the exception of price 
performance. After more than 11 years of military government, elections for President 
and Congress were held May 18 and resulted in the election of a civilian President, 
Fernando Belaunde Terry. The actual inauguration of the new government is set for 
July 28. 


Recent Economic Policy Actions 


The military government has been actively implementing new economic policies in 
several important areas including petroleum, economic decentralization and public 
investment. In December 1979 and January 1980 the government issued several decree 
laws setting forth the tax regime and guidelines for new oil contracts between the state 
petroleum company and other foreign or domestic enterprises. The new system 
provides for an initial split of revenue in which contractors are compensated for their 
services. The contractor's share will then be subject to a net income tax with rates up 
to 68 1/2 percent. Many important details of the contracts have been left unspecified, 
making it difficult to predict how the regime will work in practice. 
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In January, the government passed a decree law which established generous tax 
incentives for businesses operating outside the Lima-Callao area. The law also required 
the state development banks to channel a higher portion of their funds to areas outside 
the capital. The regulations reflect the government's desire to decentralize economic 
activity in Peru. The economic team has pushed ahead on public investment in the 
areas of irrigation, electric power and industry. Minister Silva Ruete made a well 
publicized trip abroad to sign and negotiate new external financing, reported to total 
over $1 billion. 


International Monetary Fund Stand-By 


Peru fully complied with the 1979 conditions of the Monetary Fund (IMF) Stand-By. 
Actual end-of-year figures were well within the ceilings on credit expansion and 
external debt. The. Central Reserve Bank held positive net international reserves of 
$426 million at the end of December, while the IMF Stand-By goal was negative $897 
million. In spite of the strong improvement in the economy and the decision to partially 
waive some of the debt rescheduling negotiated in 1978, Peru decided to continue the 
present IMF Stand-By arrangement through the end of this year. The 1980 quantitative 
conditions covering credit expansion, external debt contraction and the gain in net 
international reserves have been negotiated and Peru should have no difficulty 
complying with the requirements. The present loan totals approximately $370 million 
including funds from the supplementary Witteveen facility. 


GDP Performance 


Real growth in gross domestic product (GDP) in Peru reached 3.5 percent in 1979 
according to data released by the Central Reserve Bank (BCR). 


The growth followed two consecutive years of declining economic output and was 
double the increase which had been projected by the government. The rise in GDP was 
led by expansion in economic sectors primarily oriented towards exports. Domestic 
purchasing power remained depressed with perhaps a small upturn at the end of the year 
for certain sectors of the population. Thus, the production of industries primarily 
oriented towards the domestic market continued to decline. 


Change in Real Gross Domestic 
Srcaaat (in percent) 


(constant 1970 prices) 
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Agricultural Production 


In spite of continued drought conditions in the agricultural area of the north, official 
Peruvian figures show that agricultural production was up nearly 3 percent in 1979. 
One of the primary reasons for the increase was a 15 percent rise in 1979 coffee 
production over the previous year. The value of coffee exports was up 23 percent 
compared to the 1978 level. The recovery in agricultural production was also partially 
the result of the substitution of products such as corn and cotton which require less 
water. Cotton growers have benefited from the Peruvian government's decision to let 
prices rise to international levels and a better government marketing system. Cotton 
exports rose 44 percent in spite of increased domestic consumption, primarily by textile 
industries for later export as finished or semi-finished goods. The Ministry of 
Agriculture reported that rice production was up because of late plantings although it 
was still well below pre-drought levels. Sugar is the principal crop affected by the 
drought. For the fifth consecutive year sugar production declined and Peru, a 
traditional sugar exporter, has already placed orders for imports of the product. Beef 
cattle slaughter and poultry were also down, while pork increased slightly. The drought 
was broken by significant rainfall in the northern coastal area in late March. Although 
rains probably came too late to help rice production, the precipitation may improve 
output prospects for other crops and will fill reservoirs for next year. 


Mining Production 


According to BCR figures, mining production led the increase in GDP with a rise in 
constant prices of nearly 12 percent. The major factor behind the growth was a 27 
percent increase in petroleum production, but there were also smaller gains for several 
important metals. Average daily petroleum production rose from 151,000 barrels in 
1978 to 192,000 in 1979. Most of the additional oil came from a 41 percent increase in 
extraction in the western jungle area. In the metals sector, silver, copper, zinc and iron 
showed increased production of between 5 and 8 percent over 1978 levels. Output was 
up because of the incentive of high international prices and relative labor stability 
compared to previous years. 


Manufacturing production 


Manufacturing production registered a real increase of 4 percent in 1979, in contrast to 
the declines in the previous two years. Growth was concentrated in industries oriented 
primarily towards the export market; in constant 1973 prices, fishmeal production 
increased by 15 percent, textiles by 13 percent and metal refining by 21 percent over 
the 1978 level. Sectors whose products were sold mainly in the domestic market 
continued to show lower production, such as foodstuffs (-10 percent), shoes (-18 
percent) and paper (-14 percent). 


The Central Reserve Bank is projecting a 5 percent increase in real GDP in 1980, led by 
increased production in the construction, manufacturing and mining sectors. 


Industrial Production 


The seasonally adjusted index of the physical volume of industrial production rose in the 
first two quarters of 1979 and remained:stable in the third quarter. The index increased 
at an annual rate of 12 percent in the first quarter (over the previous quarter) and 9 





percent in the second quarter. This contrasts with the decline and only 6 percent 
(annual rate) rise registered in the index in the last and third quarters of 1978, 
respectively. The average index for the period January-October 1979 was 109.7 
(1973=100), 3.5 percent higher than the 1978 average of 105.9. In 1978, the average 
level of the index dropped by about 6 percent from that of 1977. During 
January-October 1979, the category of intermediate goods registered the highest 
growth (10.5 percent), consumer goods production rose slightly (3 percent), while the 
output of capital goods declined marginally (compared to the same period in 1978). 


Investment 


According to preliminary estimates of the Central Reserve Bank, gross fixed 
investment increased 14.5 percent in real terms in 1979 after several years of decline. 
Nevertheless, in 1979 the level of investment is well below 1975 levels in terms of 
constant prices. The increase was primarily a result of the expansion of capital outlays 
by the central government and some public sector enterprises. BCR figures for 1979 
show a 33 percent real increase in gross capital formation by the central government 
compared to 1978. However, private investment remained depressed in 1979. 


Expansion of public sector investment is expected to continue in 1980. The government 
is moving ahead on several major investments in the area of electric power and 
irrigation and recently announced a $15 million program to fund quick-starting, 
labor-intensive investment in the provinces. In addition, an increase in external 
financing for investment projects has been programmed for the first part of the year. 


Although some of the factors which discouraged private investment in 1979 will 
continue to influence decisions in 1980—high inflation, excess capacity in many 
manufacturing sectors and political uncertainty—private investment could recover 
slightly in 1980. There is more interest in buying new capital equipment because higher 
export sales have increased capacity utilization in selected industries. In addition, 
medium-sized mining companies, awash in profits because of the rise in minerals' 
prices, are investing in or renovating small-scale mines. 


Inflation 


The December 79-over-December 78 rise in the non-seasonally adjusted Lima consumer 
price index (CPI) was 66.9 percent, only marginally below the December 
78-over-December 77 increase of 73.7 percent and well above the government's initial 
goal of 40 percent. During 1979 the clothing component led the price rises, with an 
increase of 78.8 percent, followed by foods and beverages with 75.1 percent. The 
average annual rise in the CPI in 1979 was 68 percent, which compares unfavorably to 
the 1978 increase of 58 percent. The failure of the Peruvian authorities to significantly 
lower the inflation rate was primarily a result of the dramatic rise in net international 
reserves which offset to a large extent the restrictive effects of tight monetary and 
fiscal policies. The surge in income from exports increased the money flowing into the 
economy, but the supply of goods rose only marginally. Production for the domestic 
market declined again and although imports were up, the level was still 20 percent 
below the 1977 value in terms of constant prices. Additional factors included the 
continuation of substantial price hikes for basic commodities and wage increases. The 
government's goal for 1980 is again to hold the year-over-year increase in the CPI to 40 
percent. However, there are pressures for wage increases and a significant decline in 





inflationary pressure will depend on the ability of the government to slow the inflow of 
dollars from high exports. In January the monthly increase in the non-seasonally 
adjusted Lima CPI was 4 percent, led by an increase in the food and beverages 
component. The January year-over-year CPI increase was 64 percent, about the same 
level which has been recorded since last July. There was very little change in February; 
a monthly increase of 3.94 percent was registered and a 62 percent year-over-year 
rise. In response to the continued price pressures, the government has recently 
announced an expanded program of price regulations and controls. 


Money Supply and Government Finances 


Total liquidity (M3, the broadest definition of money supply) in the Peruvian economy 
expanded by slightly over 300 billion soles in 1979, an increase of about 90 percent 
compared to the 36 percent rise in 1978. Mg expansion surpassed the 
December-over-December inflation rate (67 percent) in 1979 in contrast to the lower 
increase in liquidity relative to inflation in 1978. The annual rate of increase in the 
total money supply rose from 61 percent in the second quarter to 74 percent in the third 
quarter and over 100 percent in the final quarter. The cause of the surge in money 
supply was a 342 billion soles gain in net international reserves which was only 
marginally offset by a 2.6 percent decline in net internal credit to the economy. Within 
the category of net internal credit, net lending by the banking system to the public 
sector fell by 6.4 percent ( a real decline of 38 percent), while net lending to the 
private sector expanded by 57 percent. Although the latter figure is significantly 
higher than last year's growth, it still represents a decline in real terms (-3 percent). 
Savings deposits and deposits denominated in foreign currency were the most dynamic 
components of the money supply in 1979. Higher savings were encouraged by the 
increase in effective interest rates from the highly negative rates in mid-1978, although 
real interest rates have still not reached a positive level. 


The decline in net internal banking system credit to the public sector reflected the 
continued improvement in government finances and large sales of government 
securities. Current revenue, primarily tax receipts, increased by about 23 percent in 
real terms in 1979, a result of improved tax administration and the export boom. 
Despite higher than planned expenditures on salary increases and interest payments, 
current spending by the central government declined by 6 percent in real terms. 
Current savings in the budget rose to 3 percent of gross domestic product (GDP), in 
contrast to the negative share of 1.5 percent in 1978. Notwithstanding the increased 
share of capital expenditures in the budget, the overall deficit was slashed from 5 
percent of GDP in 1978 to 1.4 percent in 1979. Internal financing of the deficit also 
declined significantly from 4 percent of GDP in 1978 to 1.6 percent in 1979. Financing 
was done through bond sales, while net banking system credit to the public sector 
actually declined in 1979, as already mentioned above. According to the most recent 
Central Bank projections, in 1980 fiscal policy will ease up somewhat, although it will 
continue to be restrictive. The share of the overall deficit in GDP is forecast to 
decline slightly to 1 percent; a marginal drop in the ratio of net internal financing/GDP 
is also projected. The government has recently announced several new programs such 
as drought relief and transfers to sugar cooperatives which will increase expenditures 
slightly over what had been programmed. Most of the overrun, however, is likely to be 
covered by higher than estimated tax receipts. 





Employment and Wages 


The Peruvian government granted larger and more frequent wage increases in 1979 
compared to 1978. There were four across-the-board wage hikes decreed by the 
government. In addition, several other groups such as teachers and unionized private 
and public sector workers received increases over and above the general wage 
adjustments. Less than 20 percent of the labor force comes under collective bargaining 
agreements; preliminary data indicates that they were able to increase their monthly 
salary by an average of 2,500 soles during the first half of 1979. According to the 
Office of National Statistics (ONE) the average nominal white-collar salary increased 
by 54 percent between December 1978 and December 1979, while the average 
blue-collar wage rose by 73 percent during the same time period. After taking inflation 
into account, the ONE index of real white-collar average salaries (December 1973=100) 
fell from 53.3 percent in December 1978 to 49.3 percent at the end of 1979, a decline 
of 7.5 percent for the year. For blue-collar workers the index rose from 63.8 at the end 
of 1978 to 66.1 in December 1979, a slight increase of 4 percent. In 1978 this index 
showed a decline of 26 percent for white-collar workers and 20 percent for blue-collar 
workers. In January 1980 the government granted another wage increase which raised 
average white-collar worker salaries by 7 percent and blue-collar worker salaries by 
10.5 percent. For 1980, a nominal rise of about 40 percent in the average wage has 
been programmed in the budget. Pressures for additional wage hikes will probably build 
up during the year, particularly if the inflation rate exceeds the government's goal. 


Preliminary employment data covering metropolitan Lima from a Ministry of Labor 
survey taken in July-August 1979 showed an increase in the unemployment rate to 8.4 
percent compared to 8 percent at the same time in 1978. The same survey showed that 
the percentage of underemployed also rose from 39 percent in 1978 to 44 percent in 
1979. (Note: Underemployment is defined as earning less than the minimum wage or 


working less than a 40 hour week.) In total, less than half of the labor force was 
adequately employed. According to as yet unpublished preliminary data from the 
Ministry of Labor, there was some improvement in the employment situation in Lima 
later in the year. It appears that hiring has increased marginally and a further slight 
improvement is likely in 1980. However, even after taking this positive sign into 
account, it is doubtful that more than half the labor force will be considered to be 
adequately employed through the end of 1980. 


External Sector and Foreign Exchange 


In 1979, Peru's external accounts continued to strengthen. Export receipts surged by 80 
percent to reach nearly $3.5 billion by year-end. The volume of petroleum exports rose 
from 14 million barrels in 1978 to 24 million in 1979; the average price per barrel 
increased from $13 to $27. Since Peru sells a significant amount of oil in spot sales, it 
gained from the sharp rise in prices in the spot market. The total value of petroleum 
exports for the year was $646 million, three times higher than 1978 receipts, making 
this product Peru's highest value export. Proceeds from exports of copper, silver, lead 
and zine also increased significantly, chiefly because of the rise in minerals' prices in 
the international market. The value of non-traditional exports (textiles and processed 
agricultural and fish products) doubled to reach $680 million. Exporters of these 
products benefited from the incentives provided by the government in the form of tax 
drawbacks. Import payments rose 30 percent in 1979 with most of the increase occurring 





in the last half of the year as economic growth picked up and the government began to 
liberalize imports. The trade surplus equaled $1.4 billion, four times the 1978 figure. 
Despite an increase in outflows of investment income and interest payments, the 
current account showed a surplus of $617 million, in contrast to last year's deficit and 
the first current account surplus since 1970. 


On the capital account, the debt rescheduling negotiated in 1978 resulted in doubling 
the net inflows of long-term capital ($885 million) compared to the previous year. 
Short-term capital movements turned positive in 1979. The total balance of payments 
surplus totaled $1.6 billion, which brought net international reserves of the banking 
system up to $547 million by year-end compared to a negative $1,025 million at the end 
of 1978. 


The inflationary impact of the higher-than-expected gains in international reserves 
prompted the BCR to take several actions to stem dollar inflows last year and the early 
part of 1980. In June a 10 percent prior deposit requirement for foreign loans was 
established which was subsequently raised to 15 percent in August and 25 percent in 
January 1980. The BCR also permitted advance payment of loans contracted to finance 
imports, liberalized foreign exchange regulations and advanced payment of short-term 
debt. In November, the Bank raised the marginal reserve requirement for deposits 
denominated in foreign currency from 6 percent to 100 percent, and also raised the 
reserve requirements for some deposits denominated in soles. Finally, in January 1980, 
exporters of metals, oil, fishmeal, fish oil and coffee were required to hold 20-30 
percent of their export proceeds in dollar certificates of deposit which cannot be 
converted into currency for 90 days. 


According to official (BCR) projections, the 1980 balance of payments will show a 20 
percent increase in the trade surplus, a higher services deficit owing to greater 
outflows of investment income and a smaller long-term capital surplus, because of the 
waiving of some debt rescheduling. A further rise in petroleum exports is expected, 
bringing receipts from the export up to $900 million. The BCR forecasts a 33 percent 
rise in total export receipts in 1980. Higher domestic economic growth and the 
government's import liberalization program are projected to result in a 40 percent 
increase in import value, a significantly higher growth rate than occurred in 1979. The 
BCR is forecasting a trade surplus of $740 million and a net basic balance of $893 
million about 60 percent of the 1979 figure. 


In 1979 the official value of the sol depreciated by 27.5 percent in terms of soles per 
U.S. dollar, falling from 196 soles=$1 at the end of 1978 to 250 soles at the end of 1979 
as the Peruvians continued the policy of mini-devaluations. The monthly rate of 
depreciation of the sol slowed from 2.7 percent in January to 1.6 percent in the last 
quarter of the year. The depreciation did not completely compensate for the difference 
between Peru's rate of inflation and the U.S. rate of inflation; in fact, there was a net 
appreciation of the real exchange rate in terms of soles per U.S. dollar of about 15 
percent. The Central Reserve Bank increased the monthly rate of depreciation of the 
sol to 2 percent in January and slightly higher declines are planned through May. The 
value of the sol announced by the Central Bank for the end of May is 278 soles=$1 
representing a depreciation of 11 percent during the first five months of the year. 


External Debt 


In December 1979, the government of Peru formally informed the Chairman of the 





Paris Club of it's intention to waive the refinancing negotiated in November 1978. In 
January, a formal agreement was signed with the commercial banks whereby Peru paid 
1979 debt maturities in full. The economic team was able to lower both the interest 
rate and front end fees on the still intact 1980 financing from the commercial banks in 
comparison with what had been negotiated for 1979 maturities. Peru's external debt 
rose only marginally in 1979, from a value of $9,055 million in 1978 to $9,327 million. 
Long-term public sector debt stood at $6,890 million, a gain of about $1 billion, while 
long-term private sector debt remained stable at slightly over $1.3 billion. Short-term 
liabilities fell by about $700 million because of a cancellation of Central Bank debt and 
a drop in commercial credits and financing. In 1979, the public sector contracted about 
$936 million in new external debt. The government's policy in this area continues to be 
very prudent; 75 percent of the loans had maturities of over 10 years and 80 percent of 
the financing was slated to be used for investment projects. Debt service payments in 
1979 totaled $864 million, only slightly below the 1978 level. Owing to the surge in 
exports, however, the debt service ratio (the ratio of amortization and interest 
payments to the total value of exports of goods) fell from 46 percent in 1978 to 24 
percent in 1979. Because of the decision to waive some of the debt refinancing, debt 
service payments are projected to rise to about $1.3 billion in 1980, accounting for 27 
percent of projected export proceeds. 


IMPLICATIONS FOR THE UNITED STATES 


Prospects for U.S. exports to Peru have improved significantly because of the recovery 
in the domestic economy and the implementation of the import liberalization program. 
The Central Reserve Bank is conservatively forecasting at least a 40 percent increase 
in import payments in 1980, the highest rise in five years. Import of consumer goods 
and raw materials/intermediate goods are expected to show the highest growth in 
percentage terms, 68 percent and 58 percent respectively. If the U.S. maintains its 
1978 share of the Peruvian market of 29 percent (1979 market share data not yet 


available), this would imply imports from the U.S. of close to $900 million in 1980, 
compared to $463 million in 1978. The major U.S. exports to Peru in 1978 included 
machinery and mechanical appliances and parts, cereals (largely wheat) and iron and 
steel products. 


The strong improvement in the external accounts has eliminated the scarcity of foreign 
exchange which inhibited the growth of Peruvian imports in 1977-1978 and the first half 
of 1979. The government removed all financing requirements for imports as of June 
1979 and foreign exchange is freely available for all bona fide trade and payments 
needs. However, import financing can be difficult or expensive, given the liquidity 
squeeze affecting local currency and the government's measures to slow down the flow 
of dollars into the economy. Therefore, there is a good deal of interest in 
Export-Import Bank financing, particularly now that the Bank is beginning to resume 
operations in Peru. 


The government has continued the import liberalization program which it began last 
year. According to the new simplified tariff schedule, the average tariff rate is now 
about 52 percent, 14.5 percent down from the average rate under the former system. 
Areas where significant cuts in the average tariff level were effected include minerals 
and fuels, plastic and rubber products, common metals and machinery. In spite of the 
removal of most goods from the prohibited import list, administrative procedures can 
still effectively block imports of some sensitive products or result in long delays in 





obtaining import licenses. In response to these problems, the government has reduced 
the number of imports requiring prior Ministry of Industry approval during the last 
couple of months and is scheduled to eliminate all such requirements by June 1980. A 
surge in import value in the last quarter of 1979 of 46 percent indicates that the 
liberalization is beginning to have an economic impact. The Peruvian government 
believes that opening up the economy to more imports has the potential to improve the 
efficiency of domestic industry through increased competition, to help lower the rate of 
inflation and to provide the inputs needed for industrial recovery. The new, more 
liberal trading policy of the Peruvian government opens up new opportunities for U.S. 
exporters, although certain products, such as textiles and transport equipment, may 
remain highly protected because of domestic pressures. 


The government's increased capital expenditures after several vears of decline also 
increases prospects for U.S. exports to Peru. Public sector expenditures will be 
concentrated in the areas of mining, irrigation, electrical power and construction. 
Products which should be in high demand include mining and excavation equipment 
(diesel engines, transporters, mining drills and bits, ete.), construction machinery and 
electrical power equipment. Although U.S. firms have won several recent public sector 
bids, the competition from foreign firms (European and other South American) is great, 
particularly on credit terms. 


Led by the increase in non-traditional export sales (primarily textiles and processed 
agricultural and fish products), the private industrial sector has begun to show positive 
growth after several years of depression and to increase capital expenditures. In 
particular, the market for computers and peripherals, business equipment and textile 
machinery offers good prospects for increased sales. The impact of the drought is 
likely to result in increased U.S. exports of agricultural products to Peru including corn, 
rice and sugar. Import liberalization measures have increased prospects for other 
products, particularly soy meal. Strong U.S. price competitiveness in wheat may also 
result in increased Peruvian imports from the United States. 


Trade Events in 1980 


The Embassy will organize and coordinate U.S. participation in two specialized trade 
exhibits, both to be held November 14-23, 1980, sponsored by the International Fair of 
the Pacific. TECNOMIN will cover mining equipment and TECNOPAN will cover 
equipment and machinery for the fishing and food processing industries. These two 
trade events offer an excellent opportunity for companies which market these product 
lines to enter the Peruvian market. U.S. firms interested in participating in either of 
these two fairs should contact the Commercial Attache, American Embassy, Apartado 
1995, Lima 100, Peru. 
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